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AMEMBASSY TRIPOLI 
CONFIDENTIAL JIDDA 4879 


E.O.: 11652: GDS 

TAGS: ENRG, SA, UNCTAD 

SUB J : BRITISH CHOOSE MINI-SUMMIT ON OIL AND APPROACH SHAH 
AGAINST INDEXING 

REF : STATE 182093 

BEGIN SUMMARY: UK OIL POLICY AS OUTLINED IN RECENT FOREIGN 
OFFICE MESSAGE MAKES CLEAR HMG FAVORABLY INCLINED TOWARD A 
SMALL CONSUMER PRODUCER SUMMIT. MESSAGE ARGUES AGAINST AUCTION 
AS A DANGER TO PRODUCTION LEVELS BUT LEAVE TO U.S. ANY IMMEDI- 
ATE DIALOGUE WITH YAMANI AND SAG. BRITISH BELIEVE THEY ARE 
MORE ADVANTAGEOUSLY PLACED THAN WE TO APPROACH SHAH TO URGE 
HE DROP POLICY OF SEEKING INDEXATION OF OIL PRICES. IN UNCTAD. 

UK INTENDS TO LEAVE TO U.S. ANY INITIATIVES WITH YAMANI. 

BRITISH AMBASSADOR SAYS GOVERNOR ANWAR ALI BELIEVES SAG DE- 
CISIONMAKERS STILL SYMPATHETIC TO LOWERED PRICE AND WILL TRY 
IN LONG RUN TO REDUCE PRICES TO SINGLE PRICE SOMEWHERE BE- 
TWEEN EQUITY AND POSTED. END SUMMARY. 

1. ON AUGUST 20 BRITISH AMBASSADOR INVITED CHARGE AND ECON 
COUNSELOR FOR DISCUSSION OF TELEGRAM FROM FOREIGN OFFICE OUT- 
LINING LONDON ATTITUDE TOWARD SUMMIT MEETING ON PETROLEUM, 
POSSIBLE INDEXING OF PRICES, AUCTION, AND BILATERALS. HE HAD 
BEEN INSTRUCTED TO LEAVE TO U.S. ANY APPROACHES IN SAUDI 
ARABIA, BUT TOLD HMG WOULD AGAIN APPROACH SHAH SINCE HMG 
MORE ADVANTAGEOUSLY PLACED TO MAKE REPRESENTATIONS TO SHAH 
THAN WE WERE. UK POLICY STATEMENT ARGUES AGAINST AUCTION AND 
AGAINST NEW AGREED PRICE WITH INDEXING. MAJOR AUCTION APPEARS 
TO UK OIL EXPERTS AS LIKELY TO CAUSE CUT-BACK IN PRODUCTION. 

THE POLICY STATEMENT SEES A MINI-SUMMIT AS HOLDING THE MOST 
PROMISE AND PROBABLY THE SOONER THE BETTER. 

2. LONDON DID NOT FEEL THAT INDEXATION IN ANY FORM COULD 
BE AGREED TO AS IT CONTRIBUTED TO INFLATION. APPARENTLY THE 
SHAH HAD DISCUSSED WITH THE UK ADOPTION OF A SING PRICE AROUND 
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$9.50, RELATED TO THE AVERAGED PRICE OF ARABIAN LIGHT TO THE 
PRESENT EQUITY AND PARTICIPATION CRUDE FORMULAS. ROTHNI SAID 
THAT THE SHAH DID NOT APPEAR TO HAVE A CLOSED MIND ON THE 
SUBJECT OF INDEXATION BUT HAD ASKED WHAT THE ALTERNATIVE WAS 
IN THE FACE OF A CONTINUED CLIMB IN THE COST OF COMMODITIES 
AND MANUFACTURED GOODS. 

3. ROTHNIE NOTED THAT SHAH CONTINUED TO EMPHASIZE DISTINCTION 
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BETWEEN THE SITUATION OF IRAN, WHICH CAN EVENTUALLY USE ITS 
EARNING, AND SAUDI ARABIA, WHICH CANNOT. LONDON HAS APPAR- 
ENTLY ADOPTED THE REASONING THAT BILATERAL DEALS ARE GOING TO 
BE DIFFICULT, EVEN THROUGH SAG SECOND DEPUTY PREMIER PRINCE 
FAHD, BEFORE HIS DEPARTURE FOR LONDON, AGAIN INDICATED HIS 
INTEREST IN BILATERAL DEALS. 

4. ROTHNIE HAD ALSO RECEIVED A REPORT THAT YAMANI INTENDS 
TO PRESENT A MAJOR POLICY STATEMENT AT UNCTAD, POSSIBLY 
AUGUST 20. THIS CONFLICTED WITH ROTHNIE'S EARLIER UNDERSTAND- 
ING YAMANI WHISHED TO NEGOTIATE BEHIND THE SCENES. AMBASSADOR 
ROTHNIE SAID THAT THE UK INTENDS TO LEAVE TO THE U.S. AT 
GENEVA ANY INITIATIVES WITH YAMANI, INDICATING THAT THE UK 
WOULD FOLLOW OUR LEAD. 

5. AMBASSADOR ROTHNIE ALSO SAID HE HAD HAD A LONG DISCUSSION 
WITH ANWAR ALI THE PREVIOUS EVENING.HON OIL AND FINANCIAL 
MATTERS. GOVERNOR ALI BELIEVED SAG DECISION-MAKERS ARE BASIC- 
ALLY SYMPATHETIC TO THE PROBLEMS OF THE OECD, AND HE VOLUN- 
TEERED THE SUGGESTION THAT OIL PRICES WOULD PROBABLY BE 
REDUCED TO A SINGLE AGREED PRICE SOMEWHERE BETWEEN THE 
PRESENT EQUITY AND POSTED LEVELS. 

6. FAHD IS IN LONDON AND YAMANI IN GENEVA, AND THE OIL SCENE 
IN SAUDI ARABIA SHOULD BE QUIET UNTIL THEY RETURN. 
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